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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors

Badgett Regional Cooperative for
Educational Enhancement, Inc.

Madisonville, Kentucky

We have audited the accompanying statement of assets, liabilities and net assets - cash basis of the Badgett Regional Cooperative
For Educational Enhancement, Inc. (a nonprofit organization) as of June 30, 2000 and 1999, and the related statement of revenues,
expenses and changes in net assets - cash basis for the years then ended. These financia statements are the responsibility of the
Organization’s management. Our responsibility isto express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosuresin the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

Asdescribed in Note 1(b), the Badgett Cooperative prepares its financial statements on the basis of cash receipts and disbursements
except that the statements include a provision for depreciation of buildings and equipment. This basisis a comprehensive basis of
accounting other than generally accepted accounting principles.

In our opinion, the financia statements referred to above present fairly, in all material respects, the assets, liabilities, and net assets
- cash basis of Badgett Regional Cooperative For Educational Enhancement, Inc. as of June 30, 2000 and 1999, and the results of
its revenues, expenses and change in net assets - cash basis for the years then ended on the basis of accounting described in Note
1(b).

In accordance with Government Auditing Standards, we have issued a report dated November 20, 2000 on our consideration of
Badgett Regional Cooperative For Educational Enhancement, Inc.'sinternal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report isan integral part of an audit performed
in accordance with Government Auditing Standards and should be read in conjunction with this report in considering the results of
our audit.

Our audit was made for the purpose of forming an opinion on the financial statements referred to in the first paragraph taken as a
whole. The accompanying schedule of expenditures of federal awardsis presented for purposes of additional analysis as required
by U.S. Office of Management and Budget Circular A-133, Audits of Sates, Local Governments, and Non-Profit Organizations,
and is not arequired part of the financial statements. In addition, the supplementary information contained on page 12 is presented
for purposes of additiona analysis and is not arequired part of the basic financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the financial statements referred to above and, in our opinion, isfairly stated in all
meaterial respectsin relation to the financial statements taken as awhole.
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BADGETT REGIONAL COOPERATIVE FOR EDUCATIONAL ENHANCEMENT, INC.

STATEMENT OF ASSETS, LIABILITIESAND NET ASSETS- CASH BASIS

Current assets:
Cash

Total current assets
Restricted cash
Land, buildings and equipment, net
Total assets

Current liabilities:
Long-term debt, due within one year
Payroll taxes payable

Total current liabilities
Deferred revenue - staff development:

School Districts
Others

Long-term debt, less current portion
Net assets:

Unrestricted
Temporarily restricted

Total liabilities and net assets

The accompanying notes are an integral part of the financial statements.

June 30, 2000 and 1999

ASSETS

2000 1999
$ 196,016 122,192
196,016 122,192
261,770 588,083
259,695 240,766
$ 717,481 951,041

LIABILITIESAND NET ASSETS

$ 4,020 3,712
- 1,141
4,020 4,853
139,564 155,363
102,542 170,608
242,106 325,971
73,942 77,163
379,404 287,047
18,009 256,007
397,413 543,054
$ 717,481 951,041



BADGETT REGIONAL COOPERATIVE FOR EDUCATIONAL ENHANCEMENT, INC.
STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN NET ASSETS- CASH BASIS
for the yearsended June 30, 2000 and 1999

Changes in unrestricted net assets:
Revenues:

Professional staff development
Administrative services
Contributions
Sales
Interest income
Electronic Community School Fees

Total unrestricted revenues

Net assets rel eased from restrictions:
Satisfaction of program restrictions:
Goals 2000 federal funds
Title | migrant program
School to Work
Perkins Vocational, Title|
Contributions

Total net assets released
from restrictions

Total unrestricted revenues and other support
Expenses:
Program services:

Grants:
Migrant Titlel
Goals 2000
School to Work
Perkins Vocational, Titlel

Professional staff development:
Staff development
Administration

Electronic Community School

Total program services
Management and general
Total expenses
Increase (decrease) in unrestricted net assets

Changes in temporarily restricted net assets:
Contributions
Goals 2000 Grant
Chapter | Migrant Grant
School to Work
Perkins Vocationa Grant, Titlel|
Net assets released from restrictions

Increase (decrease) in temporarily
restricted net assets

Increase (decrease) in net assets
Net assets - beginning

Net assets - ending

The accompanying notes are an integral part of the financial statements.

2000 1999

$ 1,114,500 $ 1,018,934
146,764 134,411
75,100 75,005
1,345 966
24,467 10,256
96,371 29,988
1,458,547 1,269,560
134,900 108,719
1,317,894 1,185,583
303,834 32,380
16,755 -
678 -
1,774,061 1,326,682
3,232,608 2,596,242
1,316,131 1,177,818
139,525 110,453
274,052 32,380
10,219 -
1,093,560 1,074,224
101,022 130,873
49,956 -
2,984,465 2,525,748
155,787 165,551
3,140 252 2,691,299
92,356 (95,057)

- 678

134,900 50,000
1,072,000 1,296,407
312,409 32,380
16,755 -
(1,774,061) (1,326,682)
(237,997) 52,783
(145,641) (42,274)
543,054 585,328
$ 397413 $ 543054
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BADGETT REGIONAL COOPERATIVE FOR EDUCATIONAL ENHANCEMENT, INC.
NOTESTO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

The Badgett Regional Cooperative For Educational Enhancement, Inc. (the " Cooperative") is a not-for-profit organization
exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue Code. The purpose of the Badgett
Regional Cooperative For Educational Enhancement, Inc. isto provide professional staff development for educatorsin certain
Western Kentucky school districts and to serve as aregional coordinator of the Federa Title | Migrant and School-to-Work
programs.

The significant accounting policies followed by the Cooperative are described below:

a.

Financial Reporting

Financial statements of the Cooperative are prepared in accordance with the American Institute of Certified Public
Accountants industry audit and accounting guide, Not-For-Profit Organizations.

Basis of Accounting

The accompanying financial statements have been prepared on the modified cash basis of accounting. Under that basis,
certain revenues and the related assets are recognized when received rather than when earned, and certain expenses are
recognized when paid rather than when the obligation isincurred. That basis differs from generally accepted accounting
principles primarily because the Cooperative has not recognized accounts receivable for services rendered and accounts
payable to vendors and their related effects on earnings in the accompanying financial statements.

Land, Buildings and Equipment

Land, buildings and equipment are stated at original cost at date of acquisition or fair value at the date of donation in the

case of gifts. It is the Cooperative’s policy to capitalize expenditures for these items in excess of $500. Lesser amount
are expensed. Furniture and equipment are being depreciated over estimated useful lives of five to seven years using
double declining balance method, with a half of a year's depreciation recognized in the years of acquisition and dispos:
Building and improvements are being depreciated over estimated useful lives of twenty-seven to thirty-two years using
straight line method.

Deferred Revenue - Staff Development
School Districts

The balance of $139,564 and $155,363 at June 30, 2000 and 1999, respectively, represents the transfer of state
professional development monies from the participating school districts to the Cooperative for payment of future Distric
staff development expenditures.

Others

The balance of $102,542 and $170,608 at June 30, 2000 and 1999, respectively, represents the transfer of State and
entity monies to the Cooperative for payment of future staff development expenditures.

Public Support and Recognition of Donor Restrictions

Contributions are considered to be available for unrestricted use unless specifically restricted by the donor. Support th
is restricted by the donor is reported as an increase in unrestricted net assets if the restriction expires in the reporting
period in which the support is recognized. All other donor-restricted support is reported as an increase in temporarily o
permanently restricted net assets depending on the nature of the restriction. When a restriction expires, temporarily
restricted net assets are reclassified to unrestricted net assets.

The Cooperative receives a substantial amount of its support from the State Department of Education and local school
districts. A significant reduction in the level of this support could have an effect on the Cooperative's programs and
activities.

Continued
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BADGETT REGIONAL COOPERATIVE FOR EDUCATIONAL ENHANCEMENT, INC.
NOTESTO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies, Continued

f.

Donated M aterials and Services

Donated material and equipment are reflected as contributions in the accompanying statements at their estimated value at
date of receipt. No amounts have been reflected in the statements for donated services inasmuch as no objective basisis
available to measure the value of such services.

Allocation of Functional Expenses

It isthe Cooperative's policy to alocate functional expenses according to various fixed percentages. The percentages are
determined by Cooperative management and are based on management’s estimate of functional usage.

Revenue Recognition

Substantially all of the Cooperative’s revenue is derived from professional staff development allocations and Federal
Migrant Grants. All contributions are considered to be available for unrestricted use unless specifically restricted by the
donor.

Use of Estimates

The preparation of financial statements in conformity with the modified cash basis of accounting requires management
make estimates and assumptions that affect the reported amounts of assets and deferred revenues and disclosure of
contingent assets and liabilities at the date of the financial statements. Estimates also affect the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Reclassifications

Certain amounts from the preceding year have been reclassified to conform to the current year presentation. These
reclassifications had no effect on the prior year results of operations.

Cash and Cash Equivalents

At June 30, 2000 and 1999, the carrying amount of the Cooperative’s cash and cash equivalents were $457,786 and $710
respectively; and the bank balances were $713,292 and $837,560, respectively. At June 30, 2000, of the bank balances,
$200,000 was insured by federal depository insurance, $513,292 was covered by collateral held by the Cooperative’s
counterparty (pledging bank) in the Cooperative’s name. At June 30, 1999, of the bank balances, $200,000 was insured b
federal depository insurance, $486,235 was covered by collateral held by the Cooperative’s counterparty (pledging bank) ir
the Cooperative’s name, and $151,325 was uncollateralized.

The Cooperative’s cash and cash equivalents at June 30, 2000 and 1999 consisted of the following:

2000 1999
Bank Book Bank
Book
Fifth Third
Adm. checking $ 195183 $ 176,244 $ 15,400 $ 9,448
Adm. sweep - - 106,262 106,262
Prof. Dev. checking 380,374 262,889 29,500 25,371
Prof. Dev. sweep - - 304,947 304,947
Migrant checking - - 130,126 12,922
Old National
Migrant Checking 137,735 18,653 251,325 251,325
$ 713292 $ 457,786 $ 837,560% 710,275
Continued
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BADGETT REGIONAL COOPERATIVE FOR EDUCATIONAL ENHANCEMENT, INC.
NOTESTO FINANCIAL STATEMENTS

3. Restricted Cash

Restricted cash at June 30, 2000 and 1999 consists of the following:

2000 1999
School-to-Work $ 8575 $ -
Title | Migrant 9,434 255,328
Professional staff development:
Caldwell County 8,017 3,961
Christian County 49,618 53,824
Dawson Springs - 3,024
Henderson County 20,851 -
Hopkins County 19,961 25,029
McLean County 1,390 3,603
Muhlenberg County 26,434 50,001
Providence 2,971 3,434
Todd County - 6,097
Trigg County 10,596 13,174
Special Projects 644 500
James Madison Middle School 40 84
Hopkins County - 2,400
Kentucky Department of Education
Professional Development 102,370 94,711
Henderson CSIF 869 72,913

$ 261,7/0 $ 588,083
4. Land, Buildingsand Equipment

Land, buildings and equipment at June 30, 2000 and 1999 consists of the following:

2000 1999

Land and improvements $ 45976 $ 45,976
Buildings and improvements 151,093 151,093
Furniture and equipment 261,029 246,867
Migrant equipment 58,677 39,217
Goals 2000 equipment 25,203 25,203
Vocationa equipment 9,043 -
School-to-work equipment 37,227 -
588,248 508,356

Less accumulated depreciation 328,553 267,590
Net $ 259,695 $ 240,766

Depreciation expense was $60,963 and $48,937 for the years ended June 30, 2000 and 1999, respectively.

Migrant, Goals 2000, School-to-Work and Perkins VVocational Title | equipment were purchased with federal funds. The
purchase and disposal of the equipment must be approved by the grantor agency.

Continued



BADGETT REGIONAL COOPERATIVE FOR EDUCATIONAL ENHANCEMENT, INC.
NOTESTO FINANCIAL STATEMENTS

5. Long-Term Debt

Badgett Regional Cooperative For Educational Enhancement, Inc.’s long-term debt at June 30, 2000 and 1999 consists of the
following:
2000 1999

Real estate mortgage with

financial institution, 8%

fixed rate, monthly payments

of interest and principal of

$835, beginning November 23,

1992 and ending September 23,

2002 with a balloon payment of

$67,332 on October 23, 2002;

secured by rea estate. $ 77962 $ 80,875

Less. amounts due within
one year 4,020 3,712

Total long-term amount, due
after one year $ 73942 $ 77,163

Maturities on long-term debt at June 30, 2000 are as follows:
Year ended
June 30

2001 $ 4,020
2002 4,353
2003 69,589

$ 77,962
6. Temporarily Restricted Net Assets

Temporarily restricted net assets at June 30, 2000 and 1999 are available for the following purposes.

2000 1999
Caldwell County Special $ - $ 582
Hopkins County Special - 97
Migrant program 9,434 255,328
School-to-Work 8,575 -

$ 18,009 $ 256,007

7. Related Parties

The Cooperative’s Executive Director, Secretary, and Migrant Secretary are employees of the Hopkins County Board of
Education. The Cooperative has, on a contract basis, reimbursed the Hopkins County Board of Education as of June 30, 2
and 1999, $121,567 and $110,008, respectively, for the salaries and fringe benefits of these employees. The School-to-Wc
Coordinator is an employee of the Christian County Board of Education. As of June 30, 2000, the Cooperative reimbursed
the Christian County Board of Education $33,842 for the salary and fringe benefit of this employee.

The Hopkins County and Christian County Boards of Education are participants in the Badgett Cooperative’s professional
staff development and Title | Migrant activities. In addition, Christian County is a participant in the School-to-Work
program.

Continued
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Saaries

Salaries-Title | Migrant Program

Employee fixed charges

Insurance

Office expense

Staff development expenditure

Supplies

Utilities

Building and ground
maintenance

Travel

Welfare expense

Interest

Instructional fees and materials

Telephone

Other expense

Legal and professional

Parent involvement

Regional administration

School to Work

Perkins Vocational Title|

Total expenses before
depreciation

Depreciation

BADGETT REGIONAL COOPERATIVE FOR EDUCATIONAL ENHANCEMENT, INC.

SCHEDULE OF FUNCTIONAL EXPENSES

for the yearsended June 30, 2000 and 1999

2000 1999
M anage- M anage-
Program ment and Total Program ment and Total
Services General Expenses Services General Expenses
$ 161,422 $ 88,642 $ 250,064 $ 186,629 % 99,256 $ 285,885
865,389 - 865,389 844,731 - 844,731
104,721 11,550 116,271 98,496 3,818 102,314
- 3,867 3,867 1,935 5,538 7,473
279 5,272 5,551 9,968 6,813 16,781
1,175,436 - 1,175,436 1,080,926 - 1,080,926
8,729 - 8,729 1,584 - 1,584
370 6,219 6,589 11,578 6,506 18,084
- 4,959 4,959 - 7,629 7,629
72,100 3,200 75,300 59,337 7,408 66,745
40,487 - 40,487 27,047 - 27,047
- 7,109 7,109 - 6,181 6,181
174,830 - 174,830 83,602 - 83,602
19,980 6,981 26,961 5,318 6,761 12,079
7,830 2,006 9,836 3,817 1,141 4,958
11,345 5,982 17,327 16,776 6,300 23,076
12,528 - 12,528 7,192 - 7,192
3,000 - 3,000 13,695 - 13,695
266,607 - 266,607 32,380 - 32,380
8,449 - 8,449 - - -
2,933,502 145,787 3,079,289 2,485,011 157,351 2,642,362
50,963 10,000 60,963 40,737 8,200 48,937
$ 2,984,465 $ 155,787 $ 3,140,252 $ 2525748 $ 165551 $ 2,691,299
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members of the Board of Directors

Badgett Regional Cooperative for
Educational Enhancement, Inc.

Madisonville, Kentucky

We have audited the financia statements of Badgett Regional Cooperative for Educational Enhancement, Inc. (a nonprofit
organization) as of and for the year ended June 30, 2000, and have issued our report thereon dated November 20, 2000. As
described in Note 1(b), the Badgett Cooperative preparesits financial statements on the basis of cash receipts and disbursements
except that the statements include a provision for depreciation of buildings and equipment. This basisis acomprehensive basis of
accounting other than generally accepted accounting principles. We conducted our audit in accordance with generally accepted
auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Compliance
As part of obtaining reasonable assurance about whether Badgett Regional Cooperative for Educational Enhancement, Inc.’s

financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, nhoncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an objectiveitof our at
and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are
required to be reported unddovernment Auditing Standards. However, we noted certain immaterial instances of noncompliance,
which we have reported to management of Badgett Regional Cooperative for Educational Enhancement, Inc. in a separate lette
dated November 20, 2000.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Badgett Regional Cooperative for Educational Enhancement, Inc.’s interna
control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over financial reporting. However, we nated a certai
matter involving the internal control over financial reporting and its operation that we consider to be a reportable condition.
Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or oprtion o
internal control over financial reporting that, in our judgment, could adversely affect Badgett Regional Cooperative fonBducat
Enhancement, Inc.’s ability to record, process, summarize and report financial data consistent with the assertions of nianageme
the financial statements. The reportable condition is described in the accompanying schedule of findings and questsned costs
item B-2000-1.

A material weakness is a condition in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the fitemeialssta
being audited may occur and not be detected within a timely period by employees in the normal course of performing #teir assig
functions. Our consideration of the internal control over financial reporting would not necessarily disclose all madters in th
internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable ¢batitions
are also considered to be material weaknesses. However, we believe the reportable condition described above is not a materia
weakness.

This report is intended solely for the information and use of management, the Kentucky State Auditor for Public Accoahts, feder

awarding agencies and pass-through entities and is not intended to be and should not be used by anyone other tharthese spec
parties.

Yok, Wl # Co. Ny 7

November 20, 2000
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

Members of the Board of Directors

Badgett Regional Cooperative for
Educational Enhancement, Inc.

Madisonville, Kentucky

Compliance
We have audited the compliance of Badgett Regional Cooperative for Educational Enhancement, Inc. (a nonprofit organization)

with the types of compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133

Compliance Supplement that are applicable to each of its mgjor federal programs for the year ended June 30, 2000. Badgett

Regional Cooperative for Educational Enhancement, Inc.’s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the responsibility of Badgett Regional
Cooperative for Educational Enhancement, Inc.’s management. Our responsibility is to express an opinion on Badgett Regiona
Cooperative for Educational Enhancement, Inc.’s compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards; the standards applicable to
financial audits contained iBovernment Auditing Standards, issued by the Comptroller General of the United States; and OMB
Circular A-133,Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal program occurred. Al
audit includes examining, on a test basis, evidence about Badgett Regional Cooperative for Educational Enhancement, Inc.’s
compliance with those requirements and performing such other procedures as we considered necessary in the circumstances.
believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determinatioh on Badget
Regional Cooperative for Educational Enhancement, Inc.’s compliance with those requirements.

In our opinion, Badgett Regional Cooperative for Educational Enhancement, Inc. complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for the year ended June 30, 2000.

Internal Control Over Compliance

The management of Badgett Regional Cooperative for Educational Enhancement, Inc. is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations, contracts and grants &pplicable
federal programs. In planning and performing our audit, we considered Badgett Regional Cooperative for Educational
Enhancement, Inc.’s internal control over compliance with requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of expressing our opinion on complianse and to t
and report on internal control over compliance in accordance with OMB Circular A-133.

We noted a certain matter involving the internal control over compliance and its operation that we consider to be a reportable
condition. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or
operation of the internal control over compliance that, in our judgment, could adversely affect Badgett Regional Cooperative fo
Educational Enhancement, Inc.’s ability to administer a major federal program in accordance with applicable requiremgnts of lav
regulations, contracts and grants. The reportable condition is described in the accompanying schedule of findings at question
costs as item C-2000-1.
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A material weaknessis a condition in which the design or operation of one or more of the internal control components does not
reduce to arelatively low level the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants
that would be material in relation to a major federal program being audited may occur and not be detected within atimely period by
employeesin the normal course of performing their assigned functions. Our consideration of the internal control over compliance
would not necessarily disclose all mattersin the internal control that might be reportable conditions and, accordingly, would not
necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, we believe the
reportable condition described above is not a material weakness.

Thisreport isintended solely for the information and use of management, the Kentucky State Auditor of Public Accounts, federd
awarding agencies and pass-through entities and is not intended to be and should not be used by anyone other than these specified
parties.

Yok, ek 4 Co - Madiwnen b

November 20, 2000
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BADGETT REGIONAL COOPERATIVE FOR EDUCATIONAL ENHANCEMENT, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
for the year ended June 30, 2000

Summary of Audit Results

1.

8.

9.

The auditor’s report expresses an unqualified opinion on the financial statements of the Badgett Regional Cooperat
For Educational Enhancement, Inc. The financial statements have been prepared on the basis of cash receipts
disbursements except that the statements include a provision for depreciation of buildings and equipment.

One reportable condition disclosed during the audit of the financial statements is reported in the Report on Compliar
with Government Auditing Sandards. The condition is not reported as a material weakness.

No instances of noncompliance material to the financial statements of Badgett Regional Cooperative For Educatio
Enhancement, Inc. were disclosed during the audit.

One reportable condition disclosed during the audit of the major federal award programs is reported in the Report
Compliance with Requirements Applicable to Each Major Program and Internal Control Over Compliance in
Accordance with OMB Circular A-133. This condition is not reported as a material weakness.

The auditor’s report on compliance for the major federal award programs for the Badgett Regional Cooperative F
Educational Enhancement, Inc. expresses an unqualified opinion.

Audit findings relative to the major federal award programs for the Badgett Regional Cooperative For Education:
Enhancement, Inc. are reported in Part C of this Schedule.

The program tested as a major program:

Title 1, Migrant 84.011
School-to-Work 84.278

The threshold for distinguishing Types A and B programs$88a6,000.

Badgett Regional Cooperative For Educational Enhancement, Inc. was not determined to be a low risk auditee.

Findings-Financial Statements Audit

Reportable Condition

2000-1. Control of Risk Related to Lack of Segregation of Duties:

Condition: Due to a limited number of personnel employed in the accounting area, incompatible work functions
are often performed by the same individual and a high degree of trust is necessitated. Ideally, each key ster
an accounting system should be segregated among employees. However, this is not always feasible due to
cost versus benefit relationship inherent in providing internal control. In the process of segregating function
among employees, management must make decisions relating to the applicable costs in comparison to expe
benefits achieved.

Recommendation: Job responsibilities within the accounting area should be continually reviewed and, where
feasible, duties be switched to provide better segregation of incompatible work functions.

Response: We concur with the recommendation and are continually reviewing job responsibilities for better
accounting controls.

Continued
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BADGETT REGIONAL COOPERATIVE FOR EDUCATIONAL ENHANCEMENT, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
for the year ended June 30, 2000

Findings and Questioned Costs-M ajor Federal Award Program Audit

Reportable Conditions

Department of Education Title 1 - Migrant - CFDA No. 84.011 and School-to-Work - CFDA No. 84.278.

2000-1. Finding B-2000-1 also applies to these grants.

Schedule of Prior Audit Findings

Department of Education

99-1 Reportable Condition: Titlel - Migrant - CFDA No. 84.011
Reportable Condition: Due to a limited number of personnel employed in the accounting area, incompatible
work functions are often performed by the same individual. We recommend job responsibilities within the

accounting area should be continually reviewed and, where feasible, duties be switched to provide better
segregation of incompatible work functions.

Current Status: This finding is still applicable as of June 30, 2000. Due to the small accounting staff, the cost
to fully segregate each step in the accounting system among employees would not be feasible due to the cost
versus expected benefit inherent in providing internal control.

19



Mrs. Carolyn Ferrell

Executive Director

Badgett Regional Cooperative for
Educational Enhancement, Inc.

Madisonville, Kentucky 42431

Dear Mrs. Ferrell

In planning and performing our audit of the financial statements of the Badgett Regional Cooperative for Educational
Enhancement, Inc. (a nonprofit organization) for the year ended June 30, 2000, we considered the Cooperative's internal control
structure to determine our auditing procedures for the purpose of expressing an opinion on the financial statements and not to
provide assurance on the internal control structure.

However, during our audit, we became aware of several matters that are opportunities for strengthening internal controls and
operating efficiency. The memorandum that accompanies this letter summarizes our comments and suggestions regarding those
matters. A separate report dated November 20, 2000, contains our report on reportable conditions and material weaknesses in the
Cooperative'sinternal control structure. This letter does not affect our report dated November 20, 2000 on the financial statements
of the Badgett Regional Cooperative for Educational Enhancement, Inc..

We appreciate the opportunity to bring these comments to your attention. We have aready discussed these comments and
suggestions with your personnel, and we will be pleased to discuss them in further detail at your convenience, to perform any
additional study of these matters, or to assist you in implementing the recommendations.

Respectfully

Yok, Wl # Co. Ny 7

York, Neel & Co.-Madisonville, LLP
November 20, 2000
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BADGETT REGIONAL COOPERATIVE FOR EDUCATIONAL ENHANCEMENT, INC.
MANAGEMENT LETTER POINTS
For the year ended June 30, 2000

Titlel - Migrant

Coding of Expenditures

Our audit procedures revealed expenditures for the 2000 Migrant Grant in the amount of $6,043 were incorrectly coded as 2001
Migrant project expenditures. These expenditures were budgeted in the 2000 Migrant Project and should have been coded to that
project.

Recommendation: We recommend the coding of expenditures be closely monitored to insure they are charged to the correct
Migrant project.

Response: We concur with the recommendation.

Our audit procedures discovered expenditures for equipment purchases ($6,795) were coded to supplies expense and expenditures
for supplies ($1,126) were coded as equipment expenditures.

Recommendation: We recommend the coding of expenditures for supplies and equipment purchases be closely monitored to insure
they are charged to the correct Migrant expenditure code.

Response: We concur with the recommendation.

Perkins Vocational, Title!l, Part C

Expenditures

Our audit procedures revealed an expenditure after the June 30, 2000 grant period in the amount of $257.83 was approved and paid
on August 4, 2000.

Recommendation: We recommend all expenditures for goods and services be closely monitored near the end of the grant period to
insure they are an alowable cost for the grant.

Response: We concur with the recommendation

Inventory of Equipment Purchases

Our audit procedures revealed equipment costing over $500 was purchased during the year for the applicable school districts. The
Badgett Center did not maintain ainventory of the equipment.

Recommendation: We recommend the Badgett Center receive an inventory listing from each school listing the equipment
purchased with Perkins Vocational, Title | money. The Badgett Center should maintain this list until they are no longer associated
with the federal grant.

Response: We concur with the recommendation and are in the process of compiling the inventory of equipment.
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